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production (the proportion being 14*70 per cent in 1926-29),
they impinge upon costs of production and thus tend to under-
mine the competitive strength of the unsheltered and the un-
protected industries in the home market and of the exporting
industries in the foreign market. In this last connection it is
also important to observe that, agriculture being the basic
foundation on which the elaborate structure of India's economic
life rests, and the prosperity of that agriculture being largely
dependent upon the maintenance of a considerable export
trade in the face of exceedingly severe competition from the
scientifically developed and thoroughly organised agricultural
industries of the New World, the increasing taxation of the
means of production and transport in India in recent years
has tended considerably to retard the progress and prosperity
of agriculture and thus by way of reaction also to slacken the
growth of secondary industries.1
4. PROTECTIVE DUTIES AND THE DISTRIBUTION OF THE NATIONAL
DIVIDEND
Consumption taxes on the necessaries of life and means
of production, besides exercising a predominantly regressive
influence on the tax system as a whole, sometimes also directly
bring about a redistribution of the National Dividend in the
direction of greater inequalities of income among the different
economic and social groups in the country, and in this way
often tend to aggravate the inequity of the regressiveness of
those taxes to a considerable extent. This result is generally
produced by nearly all protective import duties on the neces-
saries of life and means of production.
The usual effect of the operation of protective import duties
on the distribution of the National Dividend may be explained
as follows: Before the imposition of the duties, the prices of the
1 Cf, The Australian Tariff; An Economic Enquiry, pp. 85-86, where it is
pointed out that the major part of the burden of protection in Australia
has been borne by a few of the primary industries, and that the limit of
capacity for bearing such a burden has already been reached,